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éi' We have consrdered your applicatron for recognition of exempﬂpn from federal'i lneome : 531 L
described in section . - -

x under.section 501(a).of the Internal Revenue Code as an organ
01 (c)(3).. Based:on the information’ submatted we have concluded

; zﬂlfou Wwere incorporated on Y Your Arﬂdee of I
o that your purposes include'the following:

ow,

S youdonotqualrfyfor PR
ST exemphon under that sectlon The basis for our condlusion is sét forth bel L

corporation state, inpart, B

i

(a) To, romote the general; welfare of the residents of
through the creation and operation,

.with its general.and public welfare purposes, ofa
the City-ownecANEEIEER. ocoiod ot
-encourage patmnaie and business at the

(b) To plan. ﬁnance constmct. maintain, operate and
in:so domg, fo: promote the related publlc ‘

(c) In furtherance of and subjectto the purposec and
Corporation shall also have the power to'engage in
for which nonprofit corporauon may be formed

you entered into an agreement wdh the Ci -concerming th
— Project. Project) Pertinent provisions of the nt include the
lo\nnng : '

e . WHEREAS, t!'qurtywantsﬂpenter mtoa Managemem
" mdependent non—pmﬁt enﬁly to manage:

ot

—and any common or empty :

a manner consistent. - - -

set forth above, the'
 lawful act oractivity

reementwnth an

r-round public. rnarketat S
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g -Project; and - '

: Prqed sufficient to. meet its management and. operation needs|until such time as it

s subject to the standard procedures of the City's yearty allocation process, and
provided that W shall have no.responsibility or.liabilty to-brovide financial support
~ for the W Project over o beyord the City budget allocation] and revenue generated

by thel Projectiand. .~ |

, WHEREAS, THE City and il desire to arrange fof the orderly lease,

management, op

the; the{ and;an
Project from time to time.. - T

] .

o

‘PURPOSE, The City of il desires to create a year-round
-, ‘establishment at the former Civic Auditorium, located at
i The-site s adjacent to the existing
. = non-profit oration has indicated its desire to be the
1 1. agent for the City mn develop and manage 4 ‘
" consistentwith its general and public welfare i
.- business for the benefit of the citizeris of ‘
.i.  toplan, construet, maintain, operate and manage the
o functions and activities; and to serve a public purpose.

APPOINTMENT CGEPTANCE OF
* City's agent for the purposes of supervising, leasing, managing,| marketing, maintaining,
. operating and developing the ﬂPrqect upon the terms conditions set forth

: © . below. ) shall have, as its Initial Board Membe
B . 5 theMayor, and threei(3) persons selected by the City

surrounding areas;
with related

Cauncil aB of whom ghall.be
confirmed by City: Council,.and up to two (2) other persons as déemed necessary by the

Y. ancemployess of he Ciy o heroin, collectve

epresentalives™) may be mesmibers;of-the Board provided, however, Public
Representatives shiall'not be‘voting members of the, Board and, provided further, the . -
Board shall have at least thirée (3) non-Public Represertatives. | After the initial
appointment, all Board members shall be added by a:majority _
members, {Jllll accepts. the' apgointment and agrees to furnish the services of its

- arganization for the management of Notwithstanding this -

- Section, the City refains the ultimate:control and use of the Premi

13

-+ TERM. This agreement shall-be for.a term of three (3) years

- il (Effective Date”) and terminating on

' parties intend that the!rights, power, authority, responsibilities a
as provided in this Agreement shall become efiective during the
_phases, each expiring at the end of the Initial Term but comme

nitial term over three .. -

| f

N PR

 becomes self-supporting, provided, that future availability of furding and its appropriation

eration and Marketing of the Sl Project; tq include the R~ © . .
cintspacowene 1

City hereby| appoints Sl as the -

Hing on the dates set . :

Sl Ry

and all publicly-owned parking adjacent thereto; i.¢., the WD - ..

WHEREAS, it is the Intention of the City to appropriate fnonies for the W ~ . |

rs, eight (B) persons selected by .+

' other Board members. :Elected officials of the State of il and Cityof = ©. * ]

e of the existing Board *

encing on (R - ;i

nitial Tem®). The .+ . !
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forthbelow = 3 B
| POWER / j \D UTHORn'Y —shan have the power and-authority to do
the fol!owrng : ' ' '
» Develop and sustain an. advertismg and. promotion program for the entire
marketplace premises. _ :
* . Develop and implement operating prooedures for Projectinciuding” . .
. - staffing, administrative resources, policies and procedures which address the.. « ! .
requirements of all applicable regulatory entitiés; ang R
i
.. Commenclng with the Second Phase._wrll re a full-time Manager,: - ...
: the expéense of whose employment is'an. operating nse of the Marketto -~ ' %
manage and operate the_ Project on.a day-toiday basrs. including '
-leasing, advertisirig and marketing the vendor stalls oretailers andthe
performance of all other duties normailty assocrated ith the maintenance and-; =
gioperatlon of a facrlrty of this type; and A
L g e lnvestrgate all referenoes of prospective tenants an : service' providers tothe - ¢
SR TR _Project, and ' '
r :; : . Prepare, negotiate, sign, deliver, renew, amend pe and cancel
s .agreements all on behalfiof the City, for the leasmg spaoe to venders and =
S ‘all'other ténants, and other documents and, ins in connection with -
“bo. i suchleases: Theforms forall such leases, documents:and instruments shall. -
D o ‘be approved in;writing’ by the City prior 1o use by .Any. modiﬂcatlons. \
changes or delétions to such leases, documents of uments shall be -
‘approved in writing by the City prior to the i rmp n of -
: modrﬁmtrons, changes or delehons, and
[+ " . 'Collect rents deposrts mstallment payments arismg Jfrom the leases and
E L other sums due;under leases and agreements with respect to the
; Project and give receipts; therefor. shall comy Iy wuth all appl:wble
; State or-local laws concéming the responsibility for ;
! intereet; and - , . -
! e Through the manager of the-Prqect, hire, di and supervise all'-'_ o
i L labor; professionals, agerits.and employees required for the management, - - -
CEL marketmg, repair, operation.and maintenance of the . Project, except: -

e - as othenmse provided: for:herein; and

provided that such’ attomeys, accountants, agents, § dent eonuactore; .
and employem are llcensed where appliwble unde laws of the State of
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On behalf of the Crty make: contracts forelecmcuty
telephoné; sweepmg dleaning and other: uﬂmy
: mamtenance servrces and )

. On behatf of the Crty pay all real estate ancl

with the~ Proje

The- Project Is located'in the City of- hrstonc
. cludes an indoor market, outdoor faimers' market, antique miall, and
itore, with.three restaurants, and. .surrounding parking spates...Thé i
'  5q: fL. of space contained in
with a total of four "bay*a
has approximately @ retall ver
 individual vendors. The.
idased o fenants. Its anchor tenants, those established busmessa
'leaseable space, are the

Tt
|
.

xpenlismg, leasing, managing,’ marketmg, maintaining, operating and
. roject. Other acﬂvnhes include. providing events, entertainment and-
b ‘§élected weekends: in the
.. 7afd training program for merchant tenants that would include busi
l:rketlng ‘&ind loan packaging. You will also develop a revolving
cmg Hor business Iocatmg in the- Project.

BRI uyof—pmvidesoverm%ofywr
rsd' ' itenantrents. Funds will be

- :sqlaries. advertrsing, maintenafice:and ther operating expenses
{ El':

You.state that the C

Secuan 501 (c)(3) of the

! Sechon 1.501 (c)(3)~1 (a)(1) of the lncome Tax Reguiatlons ‘

' mgamzatron to.be exemnpt.as an orgamzation described in section 501
Panized and operated excfusrvely for one-or.more of the purposes

an- orgamzatron fails to, meet erther the. orgamzatronal or operational

R
]

offgamzatron Himit:the- ‘purposes of such organizahon o one or more ex
e 'vt expressly empower.the Qrganiz_anon to engage, otherwise than as

Ohro to perfonn the dutres for which such partles W i

. perso
insurance premnums,llcenses fees, and payroll

32l

Your primary actrvrbee in- |mplementmg your management ag ‘

Project. Also, you will devebpasma busiriess management Ve
nem financialplanning;. "

¥de provrd% exemption for orgamza
. and operated excluswely for ed " cahonal charrtable orother exempt pu

. Section 1.501: (c)(3)-1 (b)(1 )(i) of the regulations provides that. in
o urganlzahon is organized exduesvely for one or more exempt purposes

RN

gas, fuel water,

| property taxes,. |
mcurrad in oonnectron

Lt
a glass factory outlet
market is a year-': -
original hlstoric- SR S
. Adjoining the indoor BRI

i andthe . '
is presently 75% .. .
occupy a large amount . © -

nt\mth the Clty are
velopirig the TN -
activities on

nd 1o proVide low-cost:

ing budgetar;ld mé' o
for payment of .

'_thatare organized ., :

, thatmorderfor an. i
c)(3) ftmustbe both . "

in such section.; L
it is not exempt._ -

general, an
only if its arﬁdesof
pt purposes, and do . -
1insubstantial partof: @




L ;';,e’garded: as "operated exclusively” for one or more exempt purposes

T 'Rev. Rul.72:369, 1972-2 C.B, 245, provides that an organiza

+ 11T ReviRul, 74-587, 16742 G.B, 162, holds that a nonproft oig
. . ipoverty, efiiinate, prejudice, reduce neighborhood tensions, and: ‘
. -+ deterioration through a progran of financial assistance desigried 1o i

- mca purchase of temporary equity interests in, business enterprises othe

wi'the Code,

s activities, in activities-which, in thiemselves are not in furtherance of one ormore exempt-
- Rurposes. : T et N
o : :

i -Section 1.501(cX311(c)(1) of the regulations provides that an

 .ifiactivities which accomplish such purposes. An organization will not
~ “lan an-insubstantial part of.its activities is not in furtheranca of an exeyy

- {’section 501(c)(3) of the Codd in. ts generally accepted legal.sense and includes relieving the '

" - poorand distressed of the:underprivileged; combating community deteridrati i e
., neighborhood tensions, and eliminating prejudice and discrimination. |-
' i :'E:' . . ' ' . :

i _ n formed to provide . - :
" lanagement and consulting services to unrelated exempt organizations does not qualify for * -
- +xermipfion under seetion 501 (¢)(3): This Rev.'Rul. also states that provi
_-6onsulting Services on a regular basis for'a'fee is a trade or business

. coriditions; dnd opportunities in high density: urban areas inbabited pri
~minority or pther disadvantaged groups.qualifies for exemption under
" Gde. Thefinancial assistance. provided was in. the form of low-cost:

> economic’

by low-income
ion 501(c)(3) of the
leng-term loans o, or ..

't lunds from converitional commercial sources diie to their location in depressed urban .- o
- A"}m;fimmqhiﬁes‘ or the .proﬁr;eggﬂs membership in a minerity or other disad c p. -

. ReviRul. 76-419, 1976-2.C.B. 146; describes an organization t

. .Téinants are required by their, leases with the organization to hire a sig
‘pe2sently unemployed persons.in the area and.to train them in needed 4§
arhieve the greatest community. benefit, the organization, in selocting tel
park, considered only those industrial enterprises whose hiring policies
erployment legislation. ‘The ruling found that the organization is devoting
*..4t benefit the community in ways the law regards as charitable. The

cant number of -

.. Inorderto

ants for the industrial
form to current fair

2tve not only to relieve poverty, but also to lessen neighborhood tensions caused by the lack of ©

. /8 and job.opportunities in the area.  Further, by creating an industrial pask out of a blighted area, -
ihy ‘organization is combating community deterioration. Accordingly, the ization was Ceet
opsrated:exclusively for charitable purposes.and qualified for exem ofion| under section 501 ©@) - -

. Rev. Rul. 77:111, 19771 C.B: 144, in Situation 1, held that an ﬁ:niz_aﬁon formedto : | .
wirease business patronage.in a deteriorated area by providing ion on the area's

' Seqf.iom-5D1f(c)('3)-1(¢)(2’):0f the reguiations provides the term{"charitable” is Used in ©.

ing managerialand " ‘
dinarily camed on for- © | © -+

rwise unable to obtain 7 F i

: J,.19 : ; at purchases blighted- R T i .
arid in ah gconomicaliy’ depressed arsa and converted it into an industrial paik. ‘Lots in the park - *
. -are leased:to industrial enterprises on terms sufficiently favorable. to attfact tenants to the area. |




hopping:opportunmes loml transportatudn. and acoommodatrons is npt operated sxdustvely .
v for chantable purposes and .does:not qualify for -exemption under secti n 501(c)(3) of the Code. - ; : ;

The overallthrust is to promote busmess rather than to aooomplrsh 501(c)(3) objectives - : . |
exctusrvely . .

A of Washington, D.C. v. United States, 316.U.8, 279:(1945), ' . . %.; °
the Supreme Court Interpreted the requirement in section. 501(c)3).thdt an organization be - BRI

i "operated exclusively” by: mdmtmg that in:order to fall within the clai exemptionan

: orgamzation must be devoted to. exempt purposes excluswely This piginly means thatthe: . 1"

: resence of a single. non-exempt purpose, i substantial in nature, will destroy the exemption - [

: ardless of the riumber-and lmportanoe of truly exempt purposes.. Court held that a better

‘Husiness bureau was.not. exdusrvely educatlonal or charitable because its activities were in part' :

ed at promotmg the. prosperity and standmg of the busmess oom

. also. beneﬁt to; the public o

hity even thoug_h there

InB.SW. Group, Ific. Amigsi er-70TC No. 31: (1978) 'eTaxCourtheldthat
organlzatron offering consultmg and research services for a fee to various nonprofit
o r; anizations did not qualify:for exemptton under section 501.(c)(3) of the Code. The foes -
B c‘harged were setjat or close to cost, but in:no- event would. they be lesd than the amount needed "
i cover theicost: of provtdtng services. Several factors were listed.by the court as. mllltatlng a 1 .
Jainst: exemptxon The organization’s financing did not. resembie that of the typical 501(c)(3)
i :g‘a‘rjizetto‘n in that it did:not solicit or receive voluntary corifributions from the. public. Hts only -
~ilg qurde of income was fees for services.’ Other negative factors were manner in which the -
. ."organlzation.s activities: were conducted, the commercial hue of those tivities, ¢
- ‘whmmercial-firms providing simllar servioes and the existence and nt of annual or
"ummulatedproﬂts I . ' o

A You rare not |orgamzed ‘and operated exctuswely for educatxonal chantable purposee S
T ,wr*hin the meaning of section 4 507 (e)(3)-1(c)2) of the regulatnons Yduareorganizedand . - )
b 1ogverated tojmanage the day to day operattons of the Erie Stieet Marke ‘These 'management.~ . ;.
. - activities indude leasing space:to vendors prowdmg main ,_ter;@nee 3en
o 'm.arket fadiiity, collecting rent, and; provrdmg adverhsmg and promot
L ket faahty Under-the arcumstanees wyour managementand o
L fv’hrket constitutes the oonduct of a substantxal nonexempt actwrty
l‘: :&__g._ ' ’11 . -’ i

‘and utilities for the : S

marketing for the
ion of the Ene Street
Busrn

R Your actrvlties are. slmularto the management and marketing jes conducted by the - o7

L ozganimtton described in'Rev. Rul. 77-111,.supra. Liketheorga izatiop described in.Rev. Rul. T
L TE by conductmg advertising and marketmg as well as (nanaging the market facility you are.:
1 AT engaged in actwmee which pmmote business in the market:place rather than :
o qcompush exctusrvely chantable ‘purposes described in section 501 (c)3) of the Code.

; U Your advertising, markeung,andmanagement ofthedaytoday

o 'm{ tMarketaremud)thesameasﬂwnmagemontandmnsuhg

41 creanization described in Rev. Rul. 72-369, supfa. The provision of
wrvroesunder the dircurnstances. constitutes the conduct ofia regular

: -8 Tubstanhal nonexemptpurpose BSW. Gr_o_ug, Inc. v. Cormussroner §_u_m;§ '
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“onomically depressed area nof is ;f.directed,prin\arily,to_any chairitz

 jevendeiService as & failure ta exhaust available administrative rem
- i the Code pravides, in part, that a-declaratory judgement or decree u

o iorwarded,tg the Ohio Tax Exempt and: Govemment Entities (TE/GE) of
L jk@ég‘_e;‘tighg ;about'your~federal;inqome:'t'at)g'stams should be directed to
.. 1877-829-5500 (a toll free number):or'sending comespongence to: In

| When sending additional letters to us with respect to this case, you will expedite their
‘receipt by using the following addra:«;;. N : :

| r g " Internal Revenue Service

[ R

F

- Your activities are'distinglishable from the activifies. conduicted by the organizations- -
- described ip Rev. Rul.'76-419 and Rev.'Rul. 74-587. The operations 9f those organizations -

ly to' low-income minority -
ity in ways the law regards:

ighborhood tensions

were conducted in an economicaliy:depressed area or directed pri
- r, other disadvantaged groups:and were found to benefit the com
48 charitable, such:as relieving poverty, eliminating prejudice; reducing
* and combating community. deterioration. . In contrast, your operation is.

. .Accordingly, you do not.qualify for exemption as an organizatia

01 (c)(3)oﬁ the Cade and you must file federal income taxretums;-

SRS :

5::Con:tributiqns. to ydi] are ‘nbt;-;g.]eqﬁéﬁble_under section 170 of l.h% Code.

You have the right t6 protést this riling: you believs its in Toprotest;you_: . . . i
rould submit a staternent. of your views to;this office, with. a full explanation of your.reasoning:: *:
30 days from the date - .

lis statement, signed by one of your officers, must be submitted with
this letter. You also have!a.right to'a conference in this office after

ur statement is - -

- :submitted., You must reqtiest the conference, if you want-one; when you file your protest: -

. statement. ‘If you.are to berepresented by someone who-is:not one oflyour officers, that person - |
. ‘willneed.tosfile a proper power of attorney and otherwise qualify underjour Conference and
mctloes Requirerments. °L - R o

: Ifyou do.not protest this; ruling, in a timely. manner, it will be. considered by the Internal,
ies. Section 7428(5)(2)

b2 Issued in'any procseding unless the Tax Court, the United States |

"Revenue Service. .
M '

e IFWe.do not-hear ﬁ*pm.-yqugw&hihjao days, this ruling will

2 ¢

. 1111 Constitution Ave, NW
-Washington, D.C. 20224 -
Attn SIS, T:-EO:RAT:3

described in section.  : :

der this section shall-not |
ss'the.” : Court of Federal Claims; or
- ‘the District Court of the United States: for.the District of Columbia. deferines thatthe: . :1°
- organization involved has exhausted administrative remedies avallableito it within. the'lnternal ~* -

final and a copy. will be. .-

- Thereafter, any ™ . .-

t office, either. by calling - . % .. -

1 Revenue Service, - - " -

" TE/GE Customer Service, P,0. Box 2508, Cincinnati, OH 45201. The appropriate State - .~ '
Officials will be notified of this action in accordance with Code section 6104(c). .
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you hé\/fé.aﬁy que§ﬁons;f-pléa5ﬁi contact theperson whose i\%m'e and telepht:me .
are’ shown in'the: hiéading of this letter; IV I

: @ ;:5;jL1, - Fﬁ*bﬂki wper, Jr.
' ; I - Manager, Exempt Organizations
S N " Technical Group 3-
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Initiator.

. Reviewer |Reviewer Reviewer] | Reviewer
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